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DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

Michael O. Leavitt § 1594 West North Temple, Suite 1210
Governor § Box 145801
Ted St : g
Execuufe Di:ev:::: Salt Lake City, Utah 84114-5801
(801) 538-5291

James W. Carter
Division Director § (801) 359-3940 (Fax)

January 3, 1997

TO: Terry McParland, BLM State Office
FROM: Tony Gallegos, DOGM d ﬁ%
RE: Review of Reclamation Surety Estimate for Summo USA Corp. Lisbon Valley Copper

Project M/037/088 (BLM UTU-72499)

Please review the attached information and contact me at your earliest convenience to
discuss any concerns. The surety amount currently estimated for Summo’s 10-year life of mine
disturbance of 1,048 acres is $6,213,225 (2002-$). This amount provides an average dollar per acre
amount of $5,928.65. Summo is proposing to post $1,863,967.50 (30% of the total amount) for the first
three years of operation or 314.4 acres of disturbance. Summo will not actually post the surety until
sometime after the BLM’s ROD is issued.

The Division is planning to present the proposed form and amount of surety to the Board
at the January 22, 1997 hearing, unless their are significant BLM concerns. Summo is aware of the Board
of Oil, Gas and Mining’s general policy of requiring a surety based on a five year renewal. Summo is
requesting a conditional approval from the Board. The form and amount of surety would be approved
conditioned upon the Division’s actual receipt of the approved original surety documents at a future date.
After receipt of these documents the Division would then issue final approval. Final approval of this
proposal would essentially approve of the entire permit (1,048 acres), but only allow Summo to actually
disturb 314.4 acres until the surety is increased or areas are reclaimed.

Attached are the following items which I have been reviewing during December to
support the current surety estimate proposed by Summo:

@9)] Reclamation Costs prepared by The Winters Co. of Tucson, Arizona dated 18-Nov-96.

2) Surety Calculation Issues Requiring Additional Clarification prepared by DOGM dated
12/10/96. (DOGM comments on item (1)

3) Fax copy of Reclamation Costs prepared by the Winters Co. Dated 18-Dec-96 with notes
in the margins by DOGM. (this estimate supersedes the estimate in item (1))

4) Response letter from Gochnour & Associates to DOGM dated December 26, 1996. (this
is a response to item (2)).
ib
Attachments
sumo-blm.mem




GOCHNOUR & ASSOCIATES, INC.

PO. Box 3207 _ Tel. (303) 770-7580
Englewood, CO 80155 ; \E H W E Fax. (303) 721-9298
December 26, 1996
£zC 3 21385
Mr. Anthony Gallegos
State of Utah
Division of Oil, Gas & Mining i OF OIL, GAS & MINING

1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114-5801

RE: Summo USA Corporation, Lisbon Valley Project
Mr. Gallegos:

Pursuant to my earlier commitment to provide you with additional information, please find a written
explanation for reclamation calculations submitted to Division of Oil Gas and Mining (Division) for the Lisbon
Valley Project. The responses provided address specific questions the Division relayed to me on December 10,
1996.

PAGE ONE OF ESTIMATE

Question #1. - The acreage difference was due to increase in areas associated with regrading. These numbers
have been made the same to minimize/eliminate confusion.

Question #2. - The main reason there was a difference dealt with regrading vs. the perimeter liner and buffer zone
around the pad. The smaller acreage deals with the actual area of (ore) neutralization, material covering, etc.

PAGE TWO OF ESTIMATE

Question #3. - The primary difference in haul road acreage deals with acres inside pits, on the waste dumps and
other areas that have disturbance accounted for (ie., leach pad, crusher area, stockpile, etc.). The smaller number
assoctated with the reclamation treatments map is for stand alone haul roads between facilities.

Question #4. - Line Item 42 deals with revegetation of the ditches/sediment ponds and the work necessary to
make the sediment ponds free draining once reclamation activities are complete.

Question #5. - The costs associated with Line Item 22 on this page have been removed. The minor disturbance
associated with power line construction will be reclaimed before Utah Power and Light (UPL) leaves the site as
part of the contract to construct. In addition, UPL has requested that this line remain after mining activities have
ceased, in order to continue to provide service to other (and future) users in the Lisbon Valley area.

PAGE THREE QF ESTIMATE

Question #6. - Line Item 21 deals with dismantling and removal of structures. Debris of no value that does not
represent an environmental hazard (ie., concrete) will be broken up and buriéd in place.

Question #7. - Line Item 24 has been removed. This item was a carry over from the last estimate/bid that our
contractor (The Winters Company) had to provide.

Question #8. - Line Item 26, Engineering deals with the preparation of bid documents, drawings, and minor
permits (equipment hauling, etc.). This has been budgeted at ~5% of the reclamation estimate.



SURETY CALCULATION ISSUES
REQUIRING ADDITIONAL CLARIFICATION
SUMMO - LISBON VALLEY COPPER PROJECT M/037/088
12/10/96 - PAGE ONE

The following is a list of bond calculation issues discussed over the phone with Pat Gochnour on
this date. All comments refer to the reclamation cost estimate provided by Summo which was
prepared by The Winters Co., Tucson Arizona, dated 18-Nov-96. Please note that this list is not
intended to be all inclusive in regard to the surety calculation issues to be resolved.

PAGE ONE OF THE ESTIMATE

Lines, 3, 10,'17, and 24. Acreage figures shown in the description column differ from the
acreage figures shown in the quantity “QTY” column. This may be due to an increase in area
associated with regrading to a lesser slope angle. Please explain.

Line 31, Leach Pad-276 acres. The acreage in the description column for the leach pad (276
acres) differs from the acreage shown in the quantity column (265). Please explain.

PAGE TWO OF THE ESTIMATE

Line 15, Haul Roads-40 acres. The acreage figure for Haul Roads under the description column
(40 acres) differs from the acreage in the table on the reclamation treatments map (33 acres).
Please explain.

Line 42, Surface Drainage Diversion Ditches. What do the items listed under this heading
represent? Diversion ditches are constructed during operations and proposed to remain after final
reclamation. Do these line items represent regrading and revegetation of the diversion ditches?

Line 22, Power Line-64 acres. Reclamation of the powerline corridor was described as being
performed during the installation of the powerline. Also, the powerline was included as an item
which was proposed to remain after final reclamation. A variance allowing the powerline to
remain after reclamation would allow the elimination of this line item from the Division’s
reclamation surety requirement.

PAGE THREE OF THE ESTIMATE

Line 21, Plant Dismantling. Does this line item cover dismantling and removal of structures and
debris or does this represent dismantling and onsite burial only?

Line 24, Contractor Gross Receipts Tax. Please explain what this line item represents.

Line 26, Engineering. Please explain the tasks which are included in this line item.

Line 28, Owner’s Cost. Please explain the tasks or contingencies which are included in this line
item.
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FAX TRAN SMISSION

GOCHNOUR & ASSOCIATES, INC.
P.0. 3207
EncLewooD, CO 801 55
(303)-770-7580
Fax: (303)»721-9208

To: Tony Gallegos - UDOG&M Date: December 18, 1996

Fax #: 801-359-3940 Pages: 4, including this cover sheet.
From: Lee “Pat” Gochnour

Subject:  Reclamation Bond Calculation - Lisbon Valley Project

COMMENTS:

Mr. Gallegos:




FAX TRANSMISSION

GOCHNOUR & ASSOCIATES, INC.
P.O, 3207
EnGLEWOOD, CO 80155
(303)-770-7580
Fax: (3Q03»721-9298

To: Tony Gallegos - UDOG&M Date: December 18, 1996

Fax #: 801-359-3940 Pages: 4, inchiding this cover sheet.
From: Lee “Pat” Gochnour

Subject:  Reclamation Bond Calculation - Lisbon Valley Project

COMMENTS:
M. Gallegos:
Attached please find the Iatest version of the Bond Estimate (Reclamation Costs) calculations

for the above referenced project. This should address all of the issues raised in your most recent

Reclamation Contract and Bond Form for your review.
On a related matter, I should have the Diversioni System information for Tom Munson by the
end of the day.

Thanks,
P
Pat G|

cc - Bob Prescott - Summo

CE:ST 986« BT 02a T8d 900 INOLSATHD  86c612LE0S
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